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DEPARTMENT OF NATURAL RESOURCES 550 WEST 7™ AVENUE, SUITE B00
ANCHORAGE, ALASKA 99501-3560
DIVISION OF OIL & GAS PHONE: (907) 269-8800

FAX: (907) 269-8938

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

February 9, 2009

Mr. Jim Arlington

Vice President Land & Governmental Affairs
Pacific Energy Resources Ltd.

310 K Street, Suite 700

Anchorage, Alaska

99501

Subject: Redoubt Unit 9" Plan of Development

Dear Mr. Arlington,

On August 14, 2008, the State of Alaska, Department of Natural Resources, Division of Oil and Gas
(Division) conditionally approved the Redoubt Unit 8 Plan of Development Update (8th POD)
from Pacific Energy Resources, Ltd. (PERL) as Operator of the Redoubt Unit. As a part of the
conditional approval, the Division specified the following:

e the Redoubt Unit 9" POD (o™ POD) should propose specific commitments to
development activities supported by geological, geophysical, and engineering data,
contracts, and relevant economic analysis as appropriate to be deemed complete
under 11 AAC 83.343(c).

® by December 1, 2008, PERL must submit a proposal for the Final Redetermination
for the Hemlock Participating Area (Hemlock PA) including necessary supporting
data, and schedule a presentation of the proposal.

® by February 1, 2009, PERL must address and complete the overdue Interim
Redetermination for the GO PA, which was due February 1, 2007.

PERL submitted the proposed 9" POD on November 17, 2008 which included “Redoubt Unit:
Summary of Identified Areas of Potential and Potential Drilling Operations” and “Economic

“Develop, Conserve, and Enhance Natural Resources for Present and Future Alaskans.”
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Evaluation of Redrill Opportunities” for which PERL requested confidentiality under AS
38.05.035(a)(8)(c). The Redoubt 9 POD proposes four redrills of existing wells within the
Hemlock PA (RU #2A, RU #3A, RU #4B and RU #5B). PERL also proposes two new wells, the
RU #8 and the RU #9, however, “the decision to drill either well will be subject to an economic
evaluation that has yet to be scheduled.” “The northern well (the RU#9) may, depending on the
final well design, extend beyond the current boundary of the HPA into the northern fault block.”
Additional plans include the construction of a modular grind and inject plant on the Redoubt Unit
Osprey Platform and to continue the waterflood operations in the RU #6 and to consider expansion
of waterflood operations once existing wells water out. Any drilling activity in the Redoubt Unit
requires a drill rig on the platform and PERL “anticipates moving a drill rig onto the Osprey
Platform before the end of the 9" POD”. The Redoubt 9™ POD does not tyrovide specific
commitments to development activities as recommended in the approval of the 8" POD. The 9"
POD does not propose or commit to any development activity on acreage within ADL 381201 or

ADL 381003.

On November 26, 2008 the Division received the Redoubt Unit 9" Plan of Development,
Supplement (Supplement) which included updated Exhibits to the Redoubt Unit Agreement. In
the Supplement PERL requested that the completion of the Final Redetermination for the Hemlock
PA be postponed until after the drilling of two proposed wells, the RU #8, and the RU # 9, and that
the contraction of the Redoubt Unit be postponed until after the completion of the Final
Redetermination of the Hemlock PA.

On December 10, 2008 PERL presented “Geologic Modeling, Reserves Estimations Cook Inlet
Assets, Redoubt Unit (Hemlock)” which addressed geologic modeling and reserves estimations for
the Hemlock PA. PERL requested confidentiality under AS 38.05.035(a)(8)(c) for the presentation
handout. PERL has met the requirement of the Redoubt 8 POD approval for a complete submittal
of the Redoubt 9" POD under 11 AAC 83.343(c).

The Supplement requests the postponement of the Final Redetermination until such time as the
RU#8 and RU #9 are drilled, however, the 9 POD does not specifically commit to a drill by date or
bottomhole location for these wells. Without specific commitments for additional Hemlock PA
wells, there is no basis to further postpone the redetermination. Section IV, paragraph 6 of the
December 16, 2002 Decision Approving the Hemlock Participating Area within the Redoubt Unit
states:

“The RU Owners have agreed to an automatic contraction and interim

redetermination of the HPA after 30 months (June 1, 2005) to 160 acres around

the development wells and 160 acres around proposed development wells. The

RU owners have also agreed to a final redetermination after six years (December

1,2008) to 160 acres around the development wells at that date.”
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PERL’s request for postponement is denied and the proposed Final Redetermination allocation
factors are now due.

The Approval of the Formation of the GO Gas Participating Area (GO PA) required an Interim
Redetermination by February 1, 2007. The 9™ POD does not commit to development work in the
GO PA; “since the RU #3 well has been shut-in for such a long period, PERL plans to re-drill the
RU#3 well and convert it into a Hemlock oil well during the term of the 9™ POD”. If the sole
producing well in the GO PA is no longer producing, the participating area should dissolve, On
February 6, 2009, PERL submitted a request to terminate the GO PA. The GO PA has not produced
gas since August, 2004. The Division accepts this request and will issue a decision terminating the
GO PA which will cancel the requirement for an Interim R edetermination.

The Division considered the criteria in 11 AAC 83.303 and finds that the proposed Redoubt 9™
POD protects the public interest. The Redoubt 9" POD is approved for the period February 15,
2009, through February 15, 2010. The approval is only for the general POD, specific field
operations require additional approval. Pursuant to 11 AAC 83.343 — 11 AAC 83.346, the Redoubt
10" POD will be due in this office ninety days prior to the expiration date of the current POD, on or
before November 17, 2009.

Under 11 AAC 83.356(e), and Article 11.3 of the Redoubt Unit Agreement (RUA) the unit may
contract no sooner than ten years from the effective date of the unit formation. The Division
approved the Formation of the Redoubt Unit August 15, 1997. According to the Redoubt 9 POD,
development decisions have yet to be made. The Division approved the Redoubt 8" POD for a six
month period in order to give PERL time to consider development decisions and to then submit a
Redoubt 9" POD which would specify commitments to development activities. Since the Redoubt
9" POD does not provide specific commitments to development activities, the Division will not
delay the contraction of the Redoubt Unit.

As required under 11 AAC 83.356(e) and Article 11.4 of the RUA, this letter serves as notice to the
Unit Operator (PERL), the Working Interest Owner (Pacific Energy Operating Alaska, LLC) and
royalty owners of the proposed contraction of the Redoubt Unit. Comments should be mailed,
faxed or e-mailed to the Division of Oil and Gas, 550 W. 7th Ave., Suite 1100, Anchorage, Alaska
99501-3560, Attention: Temple Davidson, Petroleum Land Manager; Phone 907-269-8784, Fax
907-269-8938; e-mail Temple.Davidson@alaska.gov. Comments must be received no later than
5:00 p.m. (Alaska Time), March 13, 2009 to be considered.

The Division will issue separate decisions for the Hemlock PA Final Redetermination, GO PA
Termination, and the contraction of the Redoubt Unit.
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A person affected by this decision may appeal it, in accordance with 11 AAC 02. Any appeal must
be received within 20 calendar days after the date of “issuance” of this decision, as defined in 11
AAC 02.040 (c) and (d), and may be mailed or delivered to Tom Irwin, Commissioner, DNR, 550
w. 7t Avenue, Suite 1400, Anchorage, Alaska 99501; faxed to 1 -907-269-8918, or sent by
electronic mail to dnr.appeals@alaska.gov. This decision takes effect immediately. An eligible
person must first appeal this decision in accordance with 11 AAC 02 before appealing this decision
to Superior Court. A copy of 11 AAC 02 may be obtained from any regional information office of
the Department of Natural Resources.

If you have any questions regarding this decision, contact Temple Davidson with the Division at

(907) 269-8784

Sincerely,

Kevin R. Banks
Director
Attachment: List of Overriding Royalty Interest Owners

Ce: Jeff Landry, Department of Law
Pacific Energy Operating Alaska, LLC
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Charles 0. & Mary K.
Alexander Living Trust
P.0.Box 1214
Farmington, NM 87499

Dr. Ellsworth C. Alvord
5601 NE Ambleside Road
Seattle, WA 98105

Anderson-Proctor, L.L.C.
1645 Kirkway Lane
Bloomfield Hills, M1 48302

Loraine Anderson
1106 Dubach
Ruston, LA 71250

Ronald Baker
20802 N 9™ Ave.,
Phoenix, AZ 85207-3668

Elizabeth Baumgartner
4851 90" Place, S.E.
Mercer Island, WA 98040

James Beattie
7315 Seaward Avenue, S.
Seattle, WA 98119

Virgina Beattie
P.O. Box 838
Mercer Island, WA 98040

Amanda Beattie-Olivo
640 South 42" Street
Boulder, CO 80303

Steven Beckendorf
576 Vistamont
Berkeley, CA 94708

Beckendorf Trust
576 Vistamont
Berkeley, CA 94708

Thelma Bielecki

5 Cedarville Road
P.O.Box 70
Blairstown, NJ 07825

Anne C. Bieretz
1000 E. Joppa Road, Apt. 507
Baltimore, MD 21286

William Bledsoe
2272 Via Mariposa East, Apt.
Laguna Hills, CA 92653

Paul Bloomquist

709 Hermosa Street

P.O. Box 303

South Pasadena, CA 91030

John Blume

85 El Cerrito Aveenue, Ste
402

Hillsborough, CA 94010

Robert O. Bolt

Bolt 1980 Residual Trust
55 Culloden Park Road
San Rafael, CA 94901

Bolt 1980 Residual Trust
55 Culloden Park Road
San Rafael, CA 94901

Cristina C. Borden
2790 Crystal Woods Drive
Finksburg, MD 21048

Gordon Bradenberger
P.O. Box 1421, Rte #1
Anaconda, MT 59711

Donald E. Brookman
3850 Stanford Drive
Oceanside, CA 92056

John Q. Brooks
8618 Golden Circle
Houston, TX 77040

Mrs. Natalie Buck, Trustee
Buck Family Trust

P.O. Box 5368

Incline Village, NV 89450

Steven Button
8201 E. Harry, #2303
Wichita, KS 67207

Dr. Samuel H. Cade
3701 Junius St.
Dallas, TX 75246

David Childress
300 N. Marienfield, Ste 700
Midland, TX 79701

Kitty F. Cromwell
P.O. Box 87 ra
Black Mountain, NC 28711

Susan Cromwell
2 Hopkins Plaza
P.O. Box 1477-A
Baltimore, MD 21203

Joseph Davis
3331 Lakeview Drive
Fullerton, CA 92635

Marjorie A. Davis Estate
c/o LeAna J. Schnell
2700 Fairfield Street
Eureka, CA 95501

Dan J. Donkel
968 Willow Run Lane
Winter Springs, FL 32708
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Darryl J. Donkel
1019 W. Fairbanks Ave
Winter Park, FL 32789

Brent Dyson
363 Wind Row Lake Drive
Goodard, KS 67052

Michelle Dyson
363 Wind Row Lake Drive
Goodard, KS 67052

James N. Farr
4524 W, Wendover Avenue
Greensboro, NC 27410

James H. Farren
1872 Falling Star Avenue
Westlake Village, CA 91362

Raymond E. Frazier
P.O. Box 4126
Saticoy, CA 93004

Tamra Lynn Frazier
P.O box 4126
Saticoy, CA 53004

Russell A. Freeman, Trustee
Of the Freeman Survivors
Trust

Under Trust Agreement
Dated 11/19/93

23914 Nectar Way
Ramona, CA 92065

Joseph Friend
64 Goose Hill Road
Chester, CT 06412

Gerald Gillman
1604 Dublin Drive
Silver Spring, MD 20902

Donna Marie Gloria
10711 Satinwood Circle
Orlando, FL 32825

George Hanko
312 Viola Avenue
Duguesne, PA 15110

Franklin T. Harris
1621 W. Cheyenne Road
Colorado Springs, CO 80906

Henry R. Hayes
671 Hudson Court
Sonoma, CA 95476

Bobby & Judith Heath
7615 South Cook Way
Littleton, CO 80241

Jerry Hodgden
408 18" Street
Golden, CO 80401

James Holes
12635 NE 6" Street
Bellebue, WA 98005

William Holes
460 Raintree Court, Ste R
Glen Ellyn, IL 60137

Desiree J. Justus

c/o Donna Gloria (under
UGMA)

10711 Satinwood Circle
Orlando, FL 32825

Richard L. Kahle
2318 Louella Avenue
Vinice, CA 90291

Kasper Family Partnership
370 9" Street
Crescent City, CA 95531

June N. Kaye
2209 S, Macon Court
Aurora, CO 80014

Jolene Kenyon

3003 S. Atlantic Ave., Apt.
16C5

Daytona Beach Shores, FL
32118

Robert F. Kenyon
200S. Lucie Lane, #110
Cocoa Beach, FL 32931

Beth Killough
142 Palomino Road
Abilene, TX 79602

Carrol A. Linnell:
3647 Keystone Avenue, #2
Los Angeles, CA 90034

Robert Lukens

2530 Elm Street
Bakersfield, CA 93301
Ralph E. Matthews
2400 Crestview Drive
Los Angeles, CA 90046

Frank J. Mazgaj
89 Madison Avenue
Blasdell, NY 14219

Robert E. McNutt
6515 Yale Street, Suite 413
Westland, M1 48185

Kenneth A. Mehaffey
562 Eldora Road
Pasadena, CA 91104
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Catherine Meyer
2032 S Coffman Ave
Casper, WY 82604

Ola May Natali
425 Helen Street
Lake Charles, LA 70601

G. Parker Children's Trust
c/o W. T. Reeder

1904 Mountain View
Austin, TX 78703

Gerald F. Pescuma
3 Avon Lane
W. Newbury, MA 01985

G.S. Rodabaugh
820 Lanreco
Lancaster, OH 43130

Rod Scribner
4815 Imogene Street
Houston, TX 77096

Roy Seaberg
P.O Box 98
Dayton, TX 77535

James T. Shapland
4102 Far Hills Drive
Champaign, IL 61821

Hugh E. Smith
P.O. Box 500667
Atlanta, GA 31150-0667

George Stabler
1250 W. 49" St N,
P.O. Box 4277
Wichita, KS 67204

Iris Y. Stephens
Testamentary Trust

c/o Vernon Stephens
9213 Palm Beach, NE
Alburquerque, NM 87111

James C. Stewart
18014 Conquista Drive
Sun City West, AZ 85375

Vernon Sturgis
1130 Woodridge Place
Mt. Juliet, TN 37122

Michael J. Sullivan
1701 Nottingham
Casper, WY 82609

Sumark Il
5590 E. Yale Avenue
Denver, CO 80222

Joseph Sutly
520 Riviera Boulevard, West
indialantic, FL 32903

Howard F. Todman
3 Grove Island Drive, #406
Coconut Grove, FL 33133

Sherman & Martha Turner
4267 Viewcrest Road, S.
Salem, OR 97302

Andy & Aileen Ujvary
1130 Carriage Lane
Casper, Wy 82609

Kevin L. Ujvary
322 South Ash
Casper, WY 82601

Mildred Voshel
2760 Colonade Lane
North Port, FL 34287

Bruce Watts
813 Gail Avenue
Sunnyvale, CA 94086

Kenneth Watts
80 Pond Street
South Yarmouth, MA 02664

Wheeler Inter Vivos Trust
P.O. Box 923
Jackson, WY 83001-0923

Wheeler Revocable Trust
P.O. Box 923
Jackson, WY 83001-0923

Donald Wickham
1507 Victoria Falls Drive, NE
Atlanta, GA 30329

Fred H. Wickham, Jr.
1507 Victoria Falls Drive, NE
Atlanta, GA 30329

Frank E. Wollensack

75 Washington Avenue, Unit
1-20

Hamden, CT 06518-3200

John W. Yule

425 W. Mulberry Street,
#108

Fort Collins, CO 80521

Jeffrey R. Allen
494 Lucerne Avenue
Tampa, FL 33601
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Doris Bailey
P.O Box 6190
Avon, CO 81620

Dave Barthelmy
3607 Aldergrove Drive
Spring, TX 77388

Lois Fischer Bolt
122 Altura Way
Greenbrae, CA 94504

Caralyn Brian
1206 Meadow Crest Drive
Waterford, MI 48327

Warren Z. Buck
110 E. Lupita Road
Santa Fe, NM 87505

Bluffton College

Attn: David Speicher
Director of Alumni Affairs
Bluffton, OH 45817-1196

Mark Capalongan
46009 Hotchkiss Street
Freemont, CA 94539

Bruce & Judy Clardy
500 Lovell Gulch Road
Woodland Park, CO 80863

Christianna Crapeticio
c/o Barbara Crapeticio
P.O. Box 368
Evergreen, CO 97439

Norman E, Crocker
17138 Surrey View Drive
Chesterfield, MO 63005

M. Jenkins Cromwell, Jr.
12 E Eager Street
Baltimore, MD 21202

Walter Cromwell
3860 Adams Road
Oakland, M1 48363

Ella Nora Denny
7379 SE 71" street
Mercer Island, WA 98040

Daniel J. Dillon
95 Roundhill Road
Tiburon, CA 94820

Ronald E. Dyson
363 Wind Row Lake Drive
Goodard, KS 67052

Audrey E. Ellingsen
Trust/1989

114 Altura Way
Greenbrae, CA 94904

Claus & Edna Fricke
P.0. Box 1557
Eagle, Co 81631

Donna M. Gloria, as
Custodian

For Jillian Gloria

10711 Satinwood Circle
Orlando, FL 32825

Robin Griffin
137 Tanasi Shores
Gallatin, TN 37066

David Gross
RFD 1, Box 562
Orleans, VT 05860

William Hieronymus
5760 S Rice street
Houston, TX 77081

Mirjam A. Holman
1753 Regal Court, #B
Louisville, CO 80037

Kasper Profit Sharing
c/o Dr. George Kasper
370 9" Street

Crescent City, CA 95531

John & Jane Kern, JTWROS
166 Stewart Drive
Tiburon, CA 94920

John Kern
166 Stewart Drive
Tiburon, CA 94920

Marchant Grandchildren’s
Trust

c/o Jon Marchant & Susan
Angel

9 Tamal Vista Lane
Kentfield, CA 94904

Hugh G. Marchant &
Jean Marchant

9 Tamal Vista Lane
Kentfield, CA 94904

Charlotte Muller
4137 Bellaire Blvd., #435
Houston, TX 77025

Erica Quick
P.O. Box 1196
Crescent City, CA 95531

Steven S. Riggs
997 Piedmont Oaks Drive
Apopka, FL 32703

Ed Rizk
1920 Fountain View
Houston, TX 77057
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Kathleen Sneed
660 W, Imperial Avenue, #19
El Segundo, CA 90245

Vearl Sneed
660 W. Imperial Avenue, #19
El Segundo, CA 90245

Jlimmy Velvet
137 Tanasi Shores
Gallatin, TN 37066

Elizabeth Wickham
1507 Victoria Falls Drive, NE
Atlanta, GA 30329

Victer Wynden Ltd.

. Partnership

c/o Mr. Vic Rogers
P.O. Box 26158
Austin, TX 78755-0158

Cade Family Business ILLP
c/o Dr. Samuel H. Cade
3701 Junius St.

Dallas, TX 75246

Barbara Almeida
246 Mesa Lane
Santa Barbara, CA 93109

Sandra Berry
1041 Jamaica Street
Foster City, CA 94404

Danco Alaska Partnership
2121 N. Bayshore Drive #616
Miami, FL 33137

Danco Exploration
2121 N. Bayshore Drive #616
Miami, FL 33137

Danco Inc.
2121 N. Bayshore Drive #616
Miami, FL 33137

Danco Roayalty Partnership
2121 N. Bayshore Drive #616
Miami, FL 33137

Brenden Mehaffey
562 Eldora Rd
Pasadena, CA 91104

MLQ, LLC
85 Broad Street
New York, NY 10004

Pacific Energy Alaska
111 W. QOcean Blvd. ste 1240
Long Beach, CA 50802

SPCP Group Alaska
2 Greenwich Plaza, 1% floor
Greenwich CT 06830

SPCP Il Group Alaska
2 Greenwich Plaza, 1* floor
Greenwich CT 06830

Union Oil Company of
California

PO Box 196247 '°
Anchorage, AK 99519-6247




